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Amendments to the Specification : 

Ple ase amend the paragraph beginni ng on page 15, line 5 as follows] 

Although not wishing to be bound by theory, the equivalence of the methodology of the 
present invention with the Black-Scholes method in instances in which the assumptions upon 
which the Black-Scholes formula are met may be proved mathematically. In this regard, the 
valuation of a contingent claim determined according to the present invention can be represented 
as: 

CO 
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E[mBx{Sj,e-^^ - xe"^ ,0)] = j(s^e-^^ - xe'^ \(y)dy (1} 

wherein st is the random value of the underlying asset at time T, /x is first discount rate, T is the 
time until the contingent claim may be exercised, x is the contingent future investment, r is the 
second discount rate, y equals SjC'^^ , and g(y) is the probability density of y. Equation (1) can 
then be translated into a form more similar to the Black-Scholes formula by the following 
substitutions: 

00 

^[maxCsre"^'" - xe-"^ ,0)] = {(^^e""^ - xe''' \{y)dy 



= E[sre-'' )n,^ - xe-''N,^ = S,N,^ - xe'^'N,^ (2) 
wherein 

^ _ ln(So/xe-0+5V2 
* s 

s 

s = std dev of \n{sj,e~^^^ (5) 
and wherein So equals E {sje'^^Y 
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In addition, it is known that: 
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wherein <^ denotes a normal distribution and o is the volatiUty parameter utiUzed in the Black- 
Scholes method. As such, the definition of s provided by equation (4) is therefore equal to 

a4f . By substituting this definition of s into equations (3) and (4), di and d2 may be rewritten 
as follows: 
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As described above equations (2), (3) and (4) collectively represent the Black-Scholes formula, 
thereby proving mathematically the equivalence of the methodology with the Black-Scholes 
formula in instances in which the assumptions upon which the Black-Scholes formula are based 
are met. 



